
I n  t h e  

COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * *  

Matter of: 

THE APPLICATION OF JACKSON COUNTY ) 
RURAL ELECTRIC COOPERATIVE CORPO- ) 
RATION FOR AN ORDER AUTHORIZING 1 

APPLICABLE TO ALL CUSTOMERS 1 
AN INCREASE I N  ITS RETAIL RATES, ) 

CASE NO. 7734 

O R D E R  

On F e b r u a r y  8 ,  1980, J a c k s o n  County R u r a l  E l e c t r i c  Coopera- 

t i v e  C o r p o r a t i o n  ( A p p l i c a n t )  f i l e d  an  A p p l i c a t i o n  w i t h  t h e  Commission 

p r o p o s i n g  t o  increase its a n n u a l  r e v e n u e s  by $866,815, an  increase 

of a p p r o x i m a t e l y  6.6%. A p p l i c a n t  s t a t e d  t h a t  t h e  increase is 

r e q u i r e d  i n  order t o  c o n t i n u e  t o  operate on a sound f i n a n c i a l  bas i s  

and  c o n t i n u e  t o  p r o v i d e  s e r v i c e  t o  its consumers .  

On March 4 ,  1980, t h e  A p p l i c a n t  f u r t h e r  r e q u e s t e d  t h a t  i ts  

proposed  ra tes  be made e f f e c t i v e  J u n e  30, 1980. By O r d e r  d a t e d  

March 31, 1980, t h e  Commission suspended  t h e  p roposed  rates f o r  a 

p e r i o d  of f i v e  (5) months on and  a f te r  J u n e  30, 1980. 

The Commission, i n  order t o  determine t h e  r e a s o n a b l e n e s s  

of t h e  p roposed  rates,  set a p u b l i c  h e a r i n g  fo r  March 26, 1980. 

Notice of s u c h  h e a r i n g  was made by t h e  A p p l i c a n t  i n  manners  pre- 

s c r i b e d  by Kentucky l a w  and  t h e  r u l e s  and r e g u l a t i o n s  o f  t h i s  

Commission. 

The h e a r i n g  w a s  h e l d  as s c h e d u l e d  i n  t h e  Commission 's  off ices  

i n  F r a n k f o r t ,  Kentucky,  w i t h  o n e  i n t e r v e n o r  b e i n g  p r e s e n t .  A t  t h e  

conclus ion  of t h e  h e a r i n g  and following r e s p o n s e  t o  a l l  r e q u e s t s  

f o r  a d d i t i o n a l  i n f o r m a t i o n ,  t h e  matter was s u b m i t t e d  t o  t h e  C o m l s s l o n  

for final d o t o r m i n a t i o n .  

J ackson  County p r o v i d e s  e lectr ic  s e r v i c e  t o  approximately 

29,000 consumers  i n  J a c k s o n ,  Rockcas t le ,  L a u r e l ,  C l a y ,  Owsley, L e e  

and E s t i l l  C o u n t i e s ,  Kentucky.  A p p l i c a n t ' s  sole s u p p l i e r  of electric 

ene rgy  is E a s t  Kentucky P o w e r  C o o p e r a t i v e ,  I n c .  



TEST PERIOD 

The Commission has accepted Applicant's proposed test year, 

the twelve-month period ending October 31, 1979, to determine the 

reasonableness of the proposed rates. 

VALUATION METHODS 

Net Investment 

The Commission finds from the record that Applicant's Net 

Investment devoted to its utility operations at the end of the 

test period is as follows: 

Utility Plant in Service $26 , 387 885 
Construction Work in Progress 539,566 
Materials and Supplies-Electric 564,791 
Prepayments 89,846- . 
Cash Working Capital 

Subtotal 
262,416Ll 

$27,844,504 

L e s s  : 
Accumulated Depreciation $ 6,968,310 
Customer Adva>ices 

Subtotal 
188,440 

3 7,156,756 
N e t  I nvestmerit $20,687,754 

Capital Structure 

The Commission finds, from the evidence of record, Applicant's 

Capital Structure at the end of the test year to be $24,088,588, 

consisting of $17,269,251 of debt and $6,819,337 of equity. 

cash patronage capital credits in the amount of $846,234 have been 

Non- 

excluded from the equity portion in conformity with past Commission 

policy. 

The Commission has given due consideration to other elements 

of value not reflected in the evidence of' record. The rates of 

return found reasonable herein will provide Applicant with sufficient 

revenues to meet the mortgage requirements of its principle lending 

agents. 

REVENUES AND EXPENSES 

Jackson County proposed several pro forma adjustments to its 

i n c o m e  s t a t e m e n t .  Wo find these a d j u s t m e n t s  to be known and 

measurable and accept them for rate-making purposes with two 

l/One-eighth (1/8) of adjusted operating and maintenance 
expenses less purchased power. 



except ions.  F i r s t ,  A p p l i c a n t ' s  p roposed  a d j u s t m e n t s  t o  n o r m a l i z e  

r e v e n u e  and p u r c h a s e d  power e x p e n s e  h a v e  b e e n  r educed  by $121,888 

b a s e d  on  t h e  rates g r a n t e d  A p p l i c a n t  i n  Case No. 7723. This Case 

(7723) a u t h o r i z e d  J a c k s o n  County t o  p a s s  t h r u  t o  its consumers t h e  

i n c r e a s e d  costs of p u r c h a s e d  power from its s u p p l i e r .  Second,  w e  

have  r e j e c t e d  e n t i r e l y  A p p l i c a n t ' s  p roposed  a d j n s t m e n t  t o  remove 

a l l  non-cash p a t r o n a g e  c a p i t a l  c r e d i t s ,  none  of which are G e n e r a t i n g  

and Transmission p a t r o n a g e  c a p i t a l  c r e d i t s ,  i n  c o n f o r m i t y  with 

p a s t  Commission p o l i c y .  

A f t e r  i n c l u d i n g  t h e  a c c e p t e d  a d j u s t m e n t s ,  J a c k s o n  C o u n t y ' s  

test p e r i o d  o p e r a t i o n s  are a d j u s t e d  as f o l l o w s :  

P r o  Forma 
A c t u a l  Ad jus tmen t s  A d  j u s t  e d  

O p e r a t i n g  Revenues $11 ,308 ,284 $1 ,827 ,346  $13,135,630 
O p e r a t i n g  Expenses  10,190,379 1 ,957 ,082  12 ,147 ,461  
N e t  O p e r a t i n g  Income $ 1 , 1 1 7 , 9 0 5  $ ( 1 2 9 , 7 3 6 )  $ 988,169 
O t h e r  Income ( D e d u c t i o n s )  

N e t  (610,518) (168 ,488)  779 ,006  
N e t  Income (Loss) 507,387 $ (298 ,224)  $ 209 ,163  $ 

RATE OF RETURN 

The C o m m i s s i o n  is  of t h e  o p i n i o n  t h a t  t h e  a d j u s t e d  rate of 

r e t u r n  o f  4.8% is c l e a r l y  d e f i c i t  a n d  is u n f a i r ,  u n j u s t ,  and 

u n r e a s o n a b l e  .- 2/  

W e  are of t h e  o p i n i o n  t h a t  a f a i r ,  j u s t ,  and reasonable 

rate of r e t u r n  is 8.8%. To a c h i e v e  t h e s e  e a r n i n g s ,  J ackson  Count9 

is e n t i t l e d  t o  increase its electric rates t o  generate a d d i t i o n a l  

a n n u a l  revenues of $832,353 b a s e d  on t e s t - p e r i o d  c o n d i t i o n s . -  

This w i l l  r e s u l t  in a T i m e s  Interest Earned  Ra t io  of 2 . 2 5 .  

3/ 

The rates and charges set  o u t  i n  attached Appendix "A" are 

d e s i g n e d  t o  p roduce  a n n u a l  revenues  of a p p r o x i m a t e l y  $13,967,989 

I n c l u d i n g  t h e  a d d i t i o n a l  r e v e n u e s  g r a n t e d  h e r e i n .  

~ ~ ~~ ~~ 

"$988,169 + $20 ,687 ,754  

3'$20,687,754 x .OS8 = $1,820,522 - $988,169 = $832,353 

- 3 -  



RATE DESIGN 

Jackson  County proposed t o  change  its ra te  s t r u c t u r e  by 

c o n s o l i d a t i n g  certain consumer ra te  c l a s s i f i c a t i o n s ,  by a d d i n g  

a customer c h a r g e  and  by r e d u c i n g  t h e  number of e n e r g y  usage 

steps w i t h i n  t h e  e x i s t i n g  d e c l i n i n g  block rate s t r u c t u r e .  As t h e  

Commission f i n d s  t h a t  t h i s  r e f l e c t s  a move toward  t h e  r a t e -mak ing  

s t a n d a r d s  c o n t a i n e d  i n  t h e  N a t i o n a l  Energy  A c t ,  more s p e c i f i c a l l y ,  

t h e  P u b l i c  U t i l i t y  R e g u l a t o r y  P o l i c i e s  Act of 1978 (PURPA), and t h a t  

it e n c o u r a g e s  e n e r g y  c o n s e r v a t i o n ,  t h e  p roposed  change  h a s  been 

i n c o r p o r a t e d  in Appendix " A .  

SUMMARY 

The Commission, af ter  c o n s i d e r i n g  a l l  t h e  e v i d e n c e  of 

r e c o r d  and b e i n g  f u l l y  a d v i s e d ,  is of t h e  o p i n i o n  and so FINDS: 

Tha t  a f a i r ,  j u s t ,  and r e a s o n a b l e  ra te  of r e t u r n  is 8.8% 

and  t h a t  t o  a c h i e v e  these e a r n i n g s  J a c k s o n  County is e n t i t l e d  t o  

g e n e r a t e  a d d i t i o n a l  a n n u a l  r e v e n u e s  of $832,353. 

That t h e  rates and  c h a r g e s  set o u t  i n  Appendix "A" a t t a c h e d  

hereto and made a par t  hereof w i l l  p r o d u c e  gross a n n u a l  r e v e n u e s  

i n  the amount of a p p r o x i m a t e l y  $13,967,983 and are t h e  f a i r ,  j u s t ,  

and  r e a s o n a b l e  rates for the A p p l i c a n t  t o  charge for electric 

s e r v i c e  i n  t h a t  t h e y  w i l l  p r o d u c e  r e v e n u e s  s u f f i c i e n t  t o  permit 

it t o  pay its o p e r a t i n g  expenses and s e r v i c e  its d e b t .  

T h a t  t h e  rates p roposed  by J a c k s o n  County i n  this C a s e  

are u n f a i r ,  u n j u s t ,  and  u n r e a s o n a b l e  i n  t h a t  t h e y  p roduce  g r o s s  

a n n u a l  r e v e n u e s  i n  e x c e s s  of $13,967,983 and s h o u l d  be d e n i e d .  

IT IS T€hREFORE ORDERED, t h a t  t h e  rates s o u g h t  by Jackson 

County R u r a l  Electric C o o p e r a t i v e  C o r p o r a t i o n  i n  t h i s  C a s e  be 

and  t h e  same are hereby d e n i e d .  

IT IS FURTHER ORDERED, t h a t  t h e  ra tes  set o u t  i n  a t t a c h e d  

Appendix "A" are hereby approved  for electric s e r v i c e  r e n d e r e d  by  

Jackson County R u r a l  Eloctrjc Cooperative Corporation on and 

after the date  of this O r d e r .  

- 4 -  



IT IS FURTHER ORDERED, t h a t  t h e  Applicant shall file with 

t h i s  Commission within t h i r t y  (30) days  from t h e  d a t e  of this Order 

I t s  r e v i s e d  t a r i f f  s h e e t s  setting o u t  the rates approved h e r e i n .  

Done at Frankfort, Kentucky, t h i s  t h e  1st day of September, 

1980. 

ENERGY RE ATORY COMMISSION Y+ 

C&&6fiLA 
Commissioner 

ATTEST : 

Secre tary  



APPENDIX "A" 

APPENDIX TO AN ORDER OF THE ENERGY REGULATORY 
COMMISSION I N  CASE NO. 7734 DATEDSEPTEMBER 1, 1980. 

The f o l l o w i n g  rates and  c h a r g e s  are p r e s c r i b e d  fo r  customers 

in t h e  area s e r v e d  by J a c k s o n  County R u r a l  E l e c t r i c  C o o p e r a t i v e  

C o r p o r a t i o n .  A l l  o t h e r  rates and c h a r g e s  n o t  s p e c i f i c a l l y  men t ioned  

h e r e i n  s h a l l  remain the same as t h o s e  i n  e f f e c t  u n d e r  a u t h o r i t y  of 

t h e  Commission p r i o r  t o  t h e  date of t h i s  O r d e r .  

RATES: Monthly 

S c h e d u l e  10 - R e s i d e n t i a l ,  Farm a n d  Xon-Farm S e r v i c e *  

A v a i l a b i l i t y  

E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n  l o c a t e d  on its l i n e s  for g e n e r a l  
r e s i d e n t i a l  and  farm and home uses i n c l u d i n g  l i g h t i n g ,  i n c i d e n t a l  
a p p l i a n c e s ,  r e f r i g e r a t i o n ,  c o o k i n g ,  h e a t i n g  and power for motors 
up t o  and i n c l u d i n g  ten horsepower. 

A v a i l a b l e  t o  t h e  Cus tomers  of the J a c k s o n  County R u r a l  

R a t e  

Customer Charge p e r  month $4.52 Minimum Bill 

F i r s t  650 KWH per month -0425 per KWH 

A l l  o v e r  650 KWH per month .0337 per KWH 

Minimum Charge :  

The minimum month ly  charge u n d e r  t h e  above  ra te  s h a l l  be $4 .52 .  

S c h e d u l e  20 - Commercial ,  Small  Power and  Three -phase  F a r m  S e r v i c e *  

A v a i l a b i l i t y  

A v a i l a b l e  t o  commerc ia l ,  small power and  t h r e e - p h a s e  fa rm 
c u s t o m e r s  of t h e  J a c k s o n  County R u r a l  E l e c t r i c  C o o p e r a t i v e  C o r p o r a t i o n  
located on  i ts  l i n e s  for s e r v i c e  i n c l u d i n g  l i g h t i n g !  i n c i d e n t a l  
a p p l i a n c e s ,  c o o k i n g ,  h e a t i n g ,  and  m o t o r s ,  a l l  s u b j e c t  t o  t h e  e s t a b l i s e d  
r u l e s  and r e g u l a t i o n s  of t h e  C o r p o r a t i o n  c o v e r i n g  t h i s  s e r v i c e ,  S i n g l e -  
phase c u s t o m e r s  h a v i n g  t h e i r  homes on t h e  same p r e m i s e s  may i n c l u d e  
f a rm and home s e r v i c e  on  t h e  same meter. 

S e r v i c e  u n d e r  t h i s  s c h e d u l e  is  l i m i t e d  t o  c u s t o m e r s  whose l o a d  
r e q u i r e m e n t s  do n o t  e x c e e d  50 KW. S e r v i c e  u n d e r  t h i s  s c h e d u l e  is n o t  
a v a i l a b l e  t o  s e a s o n a l  c u s t o m e r s  u n l e s s  o t h e r w i s e  p r o v i d e d  f o r .  

Rate 

Customer Charge  p e r  mon th  $5.00 Minimum D i l l  

First 1,000 KWH per month .0439 p e r  XYQH 

Next 1,000 K#M per  month .0424 p e r  KWH 

A l l  over 2,000 KWH per month .0397 per KWH 

Minimum Charge  : 

or the amount p r o v i d e d  i n  t h e  c o n t r a c t  f o r  service,  wh icheve r  s h a l l  
be h i g h e r .  

The minimum month ly  c h a r g e  u n d e r  t h e  above  rate s h a l l  be $5.00 

*The month ly  k i l l o w a t t  hour  u s a g e  s h a l l  be s u b j e c t  t o  p l u s  or  minus  
a n  a d j u s t m e n t  p e r  KWB d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  t h e  "Fuel Ad- 
j u s t m e n t  C l a u s e .  '' 



S c h e d u l e  30 - L a r g e  Power Service  L e s s  t h a n  50 KW* 

Customer Charge  

Demand Charge  

Energy Charge 

F i r s t  1000 KWH p e r  month 

$6.00 p e r  month 

$3.45 p e r  month p e r  KW of b i l l i ngdenand  

.0400 p e r  KWH 

A l l  o v e r  1000 KWH per  month -0370 per  KWH 

S c h e d u l e  33 - Water Pumping Service* 

Customer Charge  $10.00 per month 

F i r s t  10,000 KWH per  month .0369 per  KWH 

Next 40,900 KWN per month 

A l l  o v e r  50,000 KWH per  month 

.0346 per KWH 

.0310 p e r  KWH 

S c h e d u l e  40 - Large Power More Than 50 KW But  Less Than 275 KW* 

Customer Charge  $15.00 p e r  month 

Demand Charge  $3.45 per  month per  KW of b i l l ingdemanc  

Energy Charge 

F i r s t  10.000 KWH per month .0345 p e r  KWH 

Next 40,000 KWII p e r  month .0332 per KWH 

A l l  over 50,000 KWH per month .0313 per KWH 

S c h e d u l e  43 - L a r g e  Power - Over 275 KW* 

Customer Charge  $30.00 per  month 

Demand Charge  $3 .45  per  month p e r  KW o f b i l l i n g d e m a n c  

Energy C h a r g e  

F i r s t  150,000 KWH per month .0296 per KWH 

A l l  o v e r  150,000 KWH p e r  month .0280 p e r  KWH 

S c h e d u l e  50 and 60 - S c h o o l s ,  C h u r c h e s ,  a n d  Community Halls* 

Ava i l a b i  1 i t  y 

s u b j e c t  t o  t h e  e s t a b l i s h e d  r u l e s  a n d  r e g u l a t i o n s  f o r  t h e  C o r p o r a t i o n  
c o v e r i n g  t h i s  class of s e r v i c e .  

A v a i l a b l e  t o  s c h o o l s ,  c h u r c h e s ,  and  community h a l l s  f o r  all u s e s  

Rate 

Customer Charge  p e r  month 

F i r a t  800 KWH per per month 

A l l  o v e r  800 KWH per  month 

Minimum C h a r g e s :  

$5.00 Minimum B i l l  

. 0373  per KWH 

.0349 per KWH 

The m i n i m u m  mon th ly  c h a r g e  u n d e r  t h e  above rate s h a l l  be $5.00 o r  
t h e  amount p r o v i d e d  i n  t h e  contract  for service,  w h i c h e v e r  s h a l l  be h ighe i  
*The monthly k i 1 , l o w a t t  hour u s a g e  s h a l l  be s u b j e c t  t o  p l u s  o r  m i n u s  a n  
a d j u s t m e n t  p e r  KWH d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  t h e  “ F u e l  Ad jus tmen t  
-1 ~ .. 



Schedule  52 - A l l  Electric School  ( A . E . S . ) *  

Customer Charge per month $10.00 Minimum Bill 

A l l  KWH .0334 per KWH 

Schedule SL - Outdoor L ight ing  S e r v i c e  - S e c u r i t y  L ights*  

Mercury Vapor Lamp 175 Watt 90 KWH/lamp $4 .73  per month 

*The monthly Killowatt hour usage s h a l l  be s u b j e c t  to  p l u s  or minus 
an adjustment p e r  KWH determined i n  accordance wi th  t h e  "Fuel  Ad-  
justment Clause. '' 


